ST 99-0293-G L 09/27/1999 MANUFACTURI NG MACH NERY & EQUI PMENT

Under the Retailers’ QOccupation Tax Act, the manufacturing nachinery and
equi pnent exenption is available for machinery and equi prment used primarily
(over 50% of the time) in the manufacturing or assenbling of tangible
personal property for wholesale or retail sale or lease. See 86 IIll. Adm
Code 130.330. (This is a dL).

Sept enber 27, 1999

Dear Ms. XXXXX:

This letter is in response to your |etter dated August 31, 1999. The nature
of your letter and the information you have provided require that we respond wth
a General Information Letter, which is designed to provide general information
is not a statenent of Department policy and is not binding on the Departnent
See 2 IlII. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

W would like to request a witten response to a use tax question that
we have.

My client, COWPANY is in the business of remanufacturing toner

cartridges for |laser printers. Previously these cartridges were
packaged in boxes which were ordered from one supplier and printed
| ocal ly.

A decision was nmade to change the appearance of the boxes and they are
now ordering these boxes from a new supplier and they wll cone
already printed with the COWANY design. To acconplish this new | ook
for the product, COWANY had to purchase from BUSINESS severa
different printing dies at an average cost of $1300.00 each. Wil e
COVWPANY now owns these dies they are kept at BUSINESS to be put on
their machinery when they are producing the containers for the various
cartridges.

The use tax question involves these printing dies. No sales tax was
charged by COWANY Dbecause they consider them part of the
manuf act uri ng process.

Li kewi se, a phone call to your Taxpayer Information Section resulted
in an opinion that these dies would not be subject to use tax.
However, we are aware that only witten advice from the Departnment is
considered in an audit, so we are requesting a witten response from
you to determ ne whether these dies are an equi pnment purchase subject
to use tax or considered to be part of the manufacturing process for
COVPANY.
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Under the Retailers’ QOccupation Tax Act, the manufacturing nachinery and
equi pnment exenption is available for machinery and equi pnment used prinmarily (over
50% of the tine) in the manufacturing or assenbling of tangi ble personal property
for wholesale or retail sale or lease. See 86 Ill. Adm Code 130. 330, encl osed.

“Manufacturing” is defined as the production of any article of tangible
personal property, whether such article is a finished product or an article for
use in the process of manufacturing or assenbling a different article of tangible
personal property, by procedures commonly regarded as nmanufacturing, which
changes sone existing material or materials into a material with a different use,
form or nane. These changes nust result from the process in question and be
substantial and significant.

“Machi nery” neans major mechanical machines or major conponents of such
machi nes contributing to a manufacturing or assenbling process. See Section
130.330(c)(2). “Equipnent” includes any independent device or tool separate from
any machinery but essential to an integrated manufacturing or assenbling process.
See Section 130.330 (c)(3). The exenption also extends to repair and repl acenent
parts as long as the parts are incorporated into machinery and equi pnrent that is

exenpt wunder the regulation. The use of nachinery or equipnment to effect a
direct and immedi ate physical change upon the tangi ble personal property to be
sold wll generally be considered to constitute an exenpt use under the

manuf act uri ng machi nery and equi pnent exenpti on.

Printing is specifically excluded from the definition of “manufacturing

process.” See 86 Il1l. Adm 130.330(b)(5), enclosed. Therefore, printing dies
will not qualify for the manufacturing machinery and equipnent exenption
Printing dies also will not qualify for the graphic arts machi nery and equi prment
exenpti on. See the enclosed copy of 86 IlIl. Adm Code 130.325. That exenption
speci fically excludes dies as expendabl e supplies. See Section 130.325(b)(2).

I hope this information is helpful. The Department of Revenue maintains a
Wb site, which can be accessed at www. revenue.state.il . us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's

Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

Mel anie A Jarvis
Associ at e Counsel

MAJ: msk
Enc.



